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The Wellcome Trust was created by the Will of the late Sir Henry Solomon Wellcome who died on 25 July 1936. 
After providing for certain bequests, the residue of the Estate was left for the following charitable purposes 


¢ The Research Undertaking Charity for the advance of medical research. 


¢ The Museum and Library Charity for the support of museums and libraries for the study of sciences allied to 
medicine or their history. 


The Wellcome Trust is registered under the Charities Act 1993 (Registration number 210183) and is based at 
183 Euston Road, London NW1 2BE. The Trustee is The Wellcome Trust Limited, a company limited by 


guarantee, whose directors (known as Governors) and company secretary are shown below. 


Board of Governors 


Sir Roger Gibbs (Chairman) 

Professor Sir Michael Rutter, CBE, MD, FRCP, FRCPsych, FRS (Deputy Chairman from 1 May 1999) 
Professor Julian Jack, BM, PhD, FRS (Deputy Chairman to 30 April 1999) 

Professor Sir David Weatherall, MD, FRCP, FRS 

Professor Roy Anderson, FRS 

Professor Christopher Edwards, MD, FRCP, FRCPEd, FRSEd 

Professor Sir John Gurdon, DPhil, FRS 

Sir David Cooksey 

Professor Martin Bobrow, CBE, FRCP, FRCPath 

Sir Dominic Cadbury (from 1 June 1999) 


Company Secretary 


Mr John Stewart (from 30 July 1999) 
Ms Dianne Hayter (to 30 July 1999) 


Senior Management 


Dr Michael Dexter, DSc, FIBiol, FRCPath, HonFRCP FRS (Director) 

Mrs Linda Arter (Director of Grants Administration) 

Dr Robert E Howells, PhD, DSc, FIBiol (Director of Science Programmes) 

Mr Ian Macgregor, FCA, FRSA (Chief Investment Officer) 

Mr Peter McNelly, FCA, FCT (Director of Finance) 

Mr Graham Meredith (Director of Personnel and Services) 

Dr Laurence H Smaje, MB, PhD, FIBiol (Director of Medicine, Society and History) 


All of the above have been in place throughout the year unless otherwise stated. 
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M&G Investment Management Limited 

Mercury Asset Management Limited 

Morgan Grenfell Investment Management Limited 


Morgan Stanley Dean Witter Investment Management Inc. 
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Schroder Investment Management (UK) Limited 
Scudder Kemper Investments Inc. 

TT International Investment Management 


Investment adviser 
Cambridge Associates Inc. 
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Chairman's Statement 


The year to 30th September 1999 has been one of further 

progress for the Wellcome Trust with a sizeable increase in the 

Trust's assets and much higher expenditure than previously - 
oO J 


partly due to our new funding partnerships with Government. 


The Trust has continued to develop a good working 
relationship with Government, through a variety of schemes. 
The Joint Infrastructure Fund was established to improve 
university research infrastructure in this country - it has been 
an immediate success. This Fund has £750 million available 
to it and continues to attract a large number of excellent 
proposals. As expected, this figure will be fully committed 
over the first three years. Indeed, we are less than halfway 
through the funding process and have already received 
applications totalling more than £2 billion. This means 

that many high quality bids simply cannot be funded. 
Clearly, the Government needs to take account of this in 


its next spending review. 


The University Challenge Fund, a partnership with the 
Gatsby Foundation and the Government, was set up in July 
1998 to provide seed funding to help universities in the 
United Kingdom progress their research into potential 
business ventures. A considerable number of outstanding 
proposals for this scheme were received. This led to awards 
totalling £45 million being made to 15 universities, with 
many more institutions involved as their partners. 


As I said this time last year, the Wellcome Trust has 
undertaken to make £110 million available towards the 
development of a new Synchrotron radiation source facility. 
It is particularly gratifying that the French Government 
should announce recently their intention of joining forces 
in this endeavour. We look forward to a productive long 
term relationship with them. 


We were most surprised and disappointed that planning 
permission to extend the Wellcome Trust Genome Campus 
at Hinxton near Cambridge was refused. The Trust's intention 
was to build an integrated campus to drive the establishment 
of new businesses which could take advantage of the 
outstanding science being carried out on that Campus. We 
envisaged a purpose built biotechnology “incubator” housing 
a potent mixture of start-up companies drawn from the 
present campus, academia and established concerns, alongside 
elements of existing genomics companies. [his combination 
would bring together business experience and new 
technologies. The whole would provide a unique and 
powerful engine to drive British enterprise in this scientific 


field, where we have established a major international 
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position, with the aim of transferring knowledge into health 
and economic benefits for all concerned. Based on the large 
number of heavyweight unsolicited approaches from both 
within the United Kingdom and from overseas, our vision for 
such an integrated campus is clearly shared by many others. 
Notwithstanding this, we are again engaged in discussions 
with the local planning authorities in South Cambridgeshire. 
Over the next few months we hope to reach a successful 
conclusion that will not only fit in with their local plans but 


will also allow our proposed project to become established. 


In the last decade of this millennium the Trust’s investment 
policy has produced substantial rewards for the Charity and, 
in turn, for medical research. We have invested for the long 
term, seeking a good overall return while, at the same time, 


carefully considering all the risks involved. 


The Trust’s portfolio, throughout the 1990s, has been heavily 


weighted to equities and therefore we have taken full 
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advantage of the buoyant world stockmarket conditions, 
particularly over the past seven years. The Trust has also 
invested a higher proportion than most in US equities and in 


private equity - both of these areas have been particularly 
rewarding. In 1993 we began to build a property portfolio - 
the substantial commitment to central London residential 
property has proved especially worthwhile. Throughout the 
last decade, the Trust’s investment portfolio has performed 
very well. In fact, taking the past ten years as a whole it is 
within the first percentile of large UK funds, as measured by 
the WM Company, one of the most widely used performance 
measurement houses. At our year end, 30th September 1999, 
the Trust’s investment portfolio was valued at £11.7 billion, 
compared to £10.2 billion in the previous year. At that time, 
world markets had dipped but, by early December, the value 
of the portfolio had risen to more than £13.0 billion. 


The Trust’s income for the past twelve months was 

£307 million compared with £283 million in the previous 
year. The policy of investing for overall return will mean that, 
from time to time, the Trust’s annual expenditure will exceed 
revenue income, resulting in the spending, on a planned basis, 
of a small part of the realised capital appreciation. Our 
expenditure for the year to 30th September 1999 amounted to 
£462 million - in the current year it will be somewhat higher. 


It would be most satisfying for our founder, Sir Henry 
Wellcome, that his Trust has been able to play such a 
significant role in the world of medical research. Apart from 
so much else, through our funding we have been able to 
retain some of the best brains who might otherwise have gone 
overseas. In addition, we have attracted back others who had 
previously left and also some who are now based in this 
country for the first time. 


The Wellcome Trust will obviously continue to make a major 
contribution to the needs of medical research. However, 

to do this it is vital that we ensure that many of our most 
imaginative young people devote their careers to science. 

That is why the Wellcome Trust pays its students a stipend 
significantly in excess of that provided by Government bodies. 
We need to make certain we recruit and retain these scientists, 
when they become post-doctoral fellows, and that we are able 
to offer them an attractive future in medical research. Recently 
we announced a 30% increase, over university salary base 
levels, for scientists on three year or longer fellowship 
programmes and we have also developed a career fellowship 
structure which recognises the contribution that these people 
make to society. The Bett Report was a timely reminder of the 
poor pay and career structure faced by academics in general 
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and we now look to Government to implement the 
recommendations in that report. 


There have been many remarkable individuals who have, 
directly or indirectly, made a major contribution for the 
benefit of the Wellcome Trust. Dr Gertrude Elion was 
certainly one of these. It was with great sadness that we learned 
of her death in February, at the age of 81. For more than fifty 
years Trudy Elion was a key figure in the Burroughs Wellcome 
Company in the United States. She was one of only ten 
women ever to receive the Nobel Prize in Science - in her case 
for work that led to the discovery of drugs which are currently 
widely used in the treatment of many diseases. She was also 
the most delightful person and a brilliant communicator with 
all generations. She is greatly missed. 


On 31st December | am retiring as Chairman of the 
Wellcome Trust, after almost seventeen years as a Trustee or 
Governor, and more than ten as Chairman. It has been such 
a privilege for me to have been so deeply involved in this 
enormously worthwhile institution. Throughout my time at 
the Trust, I have been lucky enough to work with a wide 
variety of extremely talented and stimulating people, whether 
they be my fellow Trustees or Governors, the three Directors 
or our large, dedicated and most able staff. I am very grateful 
to all of them. 


I would also like to thank the many distinguished and selfless 
individuals who have so willingly, over so many years, given 
of their valuable time for the benefit of the Trust and hence 
medical research. This list is obviously long but must include 
all members of our Panels and Interest Groups and also our 
grant reviewers. I and my fellow Governors are especially 
grateful to our Director, Dr Michael Dexter, and all the 
Trust’s current staff who, in the most committed way, 
continue to ensure the effectiveness of the Trust's increasing 


range of activities. 


I believe the Wellcome Trust has never been in a better 
position than it is today - both scientifically and financially. 
I also have no doubt that, in the years ahead, it will expand 
further and make an even greater impact on the world of 


medical research. 


Finally, I could not be more pleased that Sir Dominic 
Cadbury is to succeed me as Chairman of the Trust. I wish 
him, Dr Dexter and indeed all those concerned with the Trust 
the most exhilarating and satisfying future, something I am 


certain they will all have. 


Sir Roger Gibbs 8 December 1999 


wn 


for the year to 30 September 1999 


Objects and Policy 


The objects and powers of the Trust are set out in the 
Will of Sir Henry Wellcome as subsequently 
interpreted by the courts. The objects are to support 
research in biomedical sciences for the benefit of 
humankind and in the history of medicine. 


The Trust supports the research work of academic staff 
in universities, medical and veterinary schools and 
other institutions of higher education. Biomedical 
research funded ranges from the related basic sciences 
to the clinical aspects and also veterinary medicine. 


The Trust aims to support and maintain the strength 
of biomedical and historical research by providing 
individual researchers of the highest quality with the 
resources they need to pursue their subjects. In recent 
years, the Trust has made a firm commitment to 
increase its longer-term support for research and has 
redefined its policy of personal support for individuals 
through a fellowship scheme, which spans every stage 
of their careers. 


Support is provided in these general categories 


¢ short-term awards and longer-term project and 
programme grants, usually for up to five years; 


* research training and career development, where 
support is provided for individuals at all stages of 
their careers; 


¢ funds for travel abroad for collaborative research, 


meetings and symposia; 
* awards for equipment; and 


* capital grants for buildings. 


The Governors review the Trust’s policy regularly 
taking into account proposals from the Trust’s advisory 
panels and professional staff. At these reviews the 
Governors decide how much will be available to each 
subject and policy area during the following year. In 
addition, the Governors meet monthly to implement 
policy and to consider special cases. 


The Trust also undertakes activities and funds research 
into the history of medicine, the social and ethical 


implications of medical advances, and the furtherance 
of the public understanding of science. The Wellcome 
‘Trust Library, which has now brought together the 
book library, the film archives and the information 
centre, provides access to resources which support its 


activities in the above fields. 


Through its Policy Unit, the Trust seeks to improve 
policy making in biomedical science by systematic 


research into the most effective means of funding. 


Governance 
The Trustee and the Board of Governors 


The Trustee of the Wellcome Trust is The Wellcome 
‘Trust Limited, a company limited by guarantee, whose 
directors are known as Governors. Appointments to 
the Board of Governors are made by the incumbent 


Governors, after wide consultation. 


The Director of the Trust, reporting directly to the 
Board of Governors, is responsible for the day to day 


management of the Trust’s operations and activities. 


The Trustee prepares financial statements for each 
financial year to give a true and fair view of the state of 
affairs, and of the incoming resources and application 
of resources in that period, both of the Trust and its 
subsidiaries. In preparing those financial statements, 


the Trustee 


* selects suitable accounting policies and applies them 


consistently; 


¢ makes judgements and estimates that are reasonable 


and prudent; 


* states whether applicable accounting standards have 
been followed, subject to any material departures 


disclosed and explained in the financial statements; 


and 


* prepares the financial statements on a going 


concern basis. 


The Wellcome Trust Annual Report and Accounts 1999 


The Trustee is responsible for keeping proper 


accounting records which disclose, with reasonable 
accuracy, at any time, the financial position of the 
‘Trust and enable the Trustee to ensure that the 
financial statements comply with the Charities Acts. 
The Trustee is also responsible for safeguarding the 
assets of the Trust and hence for taking reasonable 
steps for the prevention and detection of fraud and 


other irregularities. 


Committees of the Board of Governors 


The Board of Governors is assisted in its duties by 
a number of committees. The Trust’s financial and 
investment matters are dealt with by the following 
committees which report directly to the Board of 


Governors 


Audit Committee: for matters of internal control 


and compliance; 


Finance Committee: for all financial issues; 


Investment Committee: for matters relating to the 


Trust's investments; and 


¢ Estates Committee: for the Trust’s investment 


property portfolio. 


Details of the membership of these committees are 


given on page 38. 


The Scientific Committee, reporting directly to the 
Board of Governors, is responsible for ensuring that 
the Trust’s main charitable object of supporting 
biomedical research is being met. At their monthly 
meetings the Scientific Committee monitor, review 
and approve grant applications and other relevant 


scientific matters. 


The Board of Governors also has a number of 
committees, known as Panels and Interest Groups, 
which assess, review and decide on which grant 
applications to fund and advise on policy issues in 
various fields. Decisions on grant awards are based on 
written reports, prepared by external scientific 
reviewers, which assess the formal grant applications. 


These committees consist of experts in the particular 
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field and have an external Chairman and a scientific 


Governor among their members. 


The Medicine, Society and History Committee reports 
directly to the Board of Governors on decisions and 
awards made for research and activities. Three advisory 
panels report to this committee to recommend awards 
for the history of medicine, biomedical ethics and 
public understanding of science and on the 
management of the Wellcome Trust Library. 


Full details of the membership of all the Panels, 
Interest Groups and Committees are published in 
The Wellcome Trust Annual Record, which is freely 


available on request or on the Trust’s website. 
Principles of Governance 


The provisions of Section 1 of the Combined Code 
prepared by the Committee on Corporate Governance 
have been considered. Whilst there is no statutory or 
other requirement for the Trust to comply with the 
Code, the Governors are considering whether it is 
appropriate to comply with the relevant aspects of 


the Code. 


Internal Financial Control 


Whilst no system of internal control can provide 
absolute assurance against material misstatement or 
loss, the Trust’s system is designed to provide the 
Board of Governors with reasonable assurance that 
there are proper procedures in place and that they 


are operating effectively. 


The key elements of the system of internal control are 


* Delegation: as discussed above there is a clear 
organisational structure with lines of authority and 


responsibility for control; 


* Budgets: the Board of Governors approves and 
reviews annual budgets and expenditure targets and 


monitors forecast expenditure on a monthly basis; 


¢ Internal audit: an internal audit function has been 
established to assess risks and review controls within 


the Trust; and 


for the year to 30 September 1999 


* Review: the Audit Committee, comprised of two 
external members and one Governor, oversees the 
adequacy of the system of internal control, and 
‘Trust compliance with relevant statutory and other 
regulations and advises the Board of Governors of 
any relevant matters. 


Conflicts of Interest 


The Trust has adopted a policy on conflicts of interest 
which applies to Governors, employees and members 


of committees. 


When a Governor has a material interest in any grant, 
investment or other matter being considered by the 
‘Trust, that Governor does not participate in the Trust's 
decision on that grant or other matter. In particular, 
where a Governor is a member of a university 
department to which a grant would be made, this is 
considered to be a material interest. 


Review of Activities 


During the financial year to 30 September 1999, the 
value of grants awarded has significantly increased 
from prior years, as the analysis by science area shows 
in note 4, on page 23. The increased awards is a result 
of a general increase in activity by most of the Trust’s 
Panels and Interest Groups. 


The most notable increase is in the area of Career 
support, where funding for both Clinical and Basic 
Science schemes has significantly increased. This 
includes funding provided for senior fellowships, 
principal research fellowships, medical graduate 
fellowships and PhD schemes. In June the Trust 
announced that the pay enhancement, over 
national scales, which its fellows receive would be 
increased to 30%. 


In the area of Genetics the increased level of awards is 
directly attributable to the increased funding of the 
Sanger Centre, which has become the largest single 
contributor to the Human Genome Project, the global 
collaborative venture to sequence the human genome. 
In March 1999, this project brought forward the 


working timetable for completion to 2003, with a draft 
scheduled for spring 2000. With data being released 
directly into the public domain, the efforts of the 
partners in the Human Genome Project will benefit 
researchers all over the world and provide an important 
impetus to the development of new medicines. 


Attention has already begun to focus on the medical 
uses of this new resource. The Trust has announced a 
new initiative in functional genomics, so called because 
the primary aim will be to assign functions to the 
many novel genes discovered by genome sequencing. 


The Trust has also collaborated with a group of the 
world’s major pharmaceutical companies to form 

the SNP Consortium. SNPs (single nucleotide 
polymorphisms) are the commonest form of genetic 
differences between individuals, and are invaluable as 
‘signposts around the genome. The SNP Consortium 
will create a freely accessible database of 150,000 
mapped SNPs, a valuable resource to academic 
researchers and industrial researchers developing 


new medicines. 


The SNP Consortium is evidence of the Trust’s 
willingness to work in partnership with other bodies 
sharing its desire to improve health through 
biomedical research. 


Another significant partnership has been with the 
Government through the Office of Science and 
Technology, and the Higher Education Funding 
Council for England, with the creation in 1998 of the 
Joint Infrastructure Fund, a £750 million fund to 
regenerate the UK university research infrastructure. 
This year saw the first awards made through this 
scheme. Awards were also made from the University 
Challenge Fund, which encourages universities to 
commercialise promising lines of research. 


This year saw the 20th anniversary of the Trust’s highly 
successful Overseas Research Unit in South-East Asia. 
The unit has strong links with Mahidol University in 
Bangkok, which will also be the site of a new Trust 
supported Population Studies research centre. Other 
notable events included the opening of the Wellcome 
Trust Research Laboratories in Blantyre, Malawi and 
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the funding of the Trust’s first Senior Fellows in India. 


In addition the Multilateral Initiative in Malaria, the 
global attempt to coordinate research to counter 
malaria in Africa, has done much to bring together 


researchers, control workers and funding agencies. 


Since much of the research it funds will have 
significant impact on the public, the Trust is keen to 
stimulate and inform debate on the place of medical 
science in society. This year, it launched public 
consultation exercises in gene therapy and prenatal 
genetic diagnosis and began a major funding initiative 
in the ethical impact of developments in genomics. 


This year saw further innovative exhibitions combining 
art and science. There are plans for a major new gallery 
at the British Museum which will display some of the 
ethnographic items from the Wellcome Collections. 


This year has been the first year of trading for the 
Trust’s subsidiary, Catalyst BioMedica Limited. The 
objectives of this company are to protect promising 
intellectual property and to help take scientific 
discoveries through to the marketplace. 


Financial Review 


The consolidated annual audited accounts of the Trust 
for the year ended 30 September 1999 are set out on 
pages 14 to 37 of this report. The Group is comprised 
of the Wellcome Trust and its subsidiaries, Genome 
Research Limited ((GRL), Hinxton Hall Limited 
(HHL), and Catalyst BioMedica Limited (CGBIE): 
Both GRL and HHL are non-profit making charitable 
subsidiaries. CBL is a non-charitable subsidiary. 

The results of the subsidiaries for the year have been 
consolidated with the Trust accounts. Details of the 
subsidiaries are given in note 18. The following 
investment and expenditure reviews refer to Trust 


(as opposed to Group) figures. 
Investment Review 


The final quarter of 1998 was as eventful as the 
autumn that preceded it. Intervention by US 
authorities, at the time of the collapse of Long Term 
Capital Management, forestalled a crisis in the global 


The Wellcome Trust Annual Report and Accounts 1999 


banking system, and IMF rescue packages for Brazil 
and Russia boosted investor confidence. These factors, 
combined with the cutting of interest rates to boost 
the world economy, helped to support an impressive 
rally by equity markets. In the first half of 1999, 
markets returned to, and in some cases exceeded, their 
levels of the summer of 1998. Japan led the way, with 
evidence of growth and restructuring boosting equity 
returns. Returns from the Pacific reflected investors’ 
optimism about the sustainable recovery of the region's 
economies. The US continued to provide very strong 
returns, with its economy continuing to grow without 
showing signs of inflation. In the UK, the market 
broadened out, with mid and small cap stocks at last 
outperforming the FTSE 100. Only the European 


markets remained subdued. 


The early autumn of 1999 again saw the markets go 
through a testing time and all markets, except Japan, 
produced negative returns. Seasonal weakness in equity 
markets is becoming something of a tradition, but this 
time the developed world was the trigger rather than 
the emerging economies. Concern over inflation is 
growing, and markets were caught off guard by some 


interest rate rises in the US and UK. 


The value of the investment assets of the Trust at 

30 September 1999 amounted to £11.7 billion. 

This compares with a figure of £10.2 billion at 

30 September 1998. This growth should be seen 
against a background of expenditure of £461.9 million, 
an increase of £176.2 million from the figure of 
£285.7 million for the year to 30 September 1998. 
The Trust’s investment asset values for the past five 
years are shown in figure 1. Further details of this 


year’s figures are provided in note 13. 


Figure 1 

Investment assests (£billion) 

12.0 wb 
10.4 10.2 
10.0 
84 

8.0 70 
60 
40 
20 
be 95 % #8697 a 


for the year to 30 September 1999 


The Trust’s income for the year to 30 September 1999 
was £307 million compared to the previous year's 
figure of £283 million. Income for the past five years is 
shown in figure 2. 


In the year under review, the Trust’s income was 
affected by the implementation of the changes to the 
tax rules, which had previously allowed the recovery of 
tax credits. Charities are able to reclaim some of the tax 
credit under the transitional relief rules, which allowed 
the Trust to reclaim 21% on dividends received after 
April 1999. This relief will gradually fall to nil from 
April 2004. The effect of these changes for the year to 
30 September 1999 has been to reduce dividend 


income by an estimated £4.1 million. 


The assets are invested in accordance with the 
investment powers of the Trust. The purpose is to seek 
total return over the long term, in order to provide for 
real increases in annual expenditure, while preserving 
the capital base of the Trust in real terms. This policy 
involves investing some of the Trust’s assets for long 
term capital growth, rather than to maximise short 
term income. The Trustee considers at all times the 
need for liquidity, the risks involved and the good 
reputation of the Trust. 


Figure 2 
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All investments are made after taking relevant advice. 


Quoted securities are generally managed by external 
discretionary managers and advice is taken from 
suitable organisations and individuals with regard to all 
internally managed assets. 


The quoted equity investment assets comprise 
approximately 1,900 stocks spread across 54 countries. 


In addition to quoted equities, the Trust’s investment 
portfolio comprises fixed interest securities, private 
equity funds and real property holdings, as set out in 
note 13. This diversification is a key factor in managing 
the inherent risk of investments. 


In the final quarter of the calendar year 1998, the 
‘Trustee undertook a full review of its investment 
management arrangements. An asset/liability study 
was undertaken to help determine the optimum mix 
of investment assets to ensure a sustainable level of 
expenditure by the Trust. As a result, a number of 
changes were made in the asset allocations and to 
the external management arrangements. Six new 
managers were appointed, three portfolios were 
amended as to size and the appointments of two 


managers were terminated. 


The Trust currently allows its discretionary investment 
managers to use derivatives, as an aid to efficient 
portfolio management, under certain prescribed 
conditions. Derivative contracts must be fully backed 
by cash, or the assets needed to fulfil the contract must 
be available to the manager. In no circumstances may 
managers take a naked or short position or hold 
derivatives for speculative purposes. In general, the 
‘Trust’s discretionary managers make limited use of 
derivatives, mainly holding futures to gain additional 
exposure to the UK market. In the financial year under 
review, more use was made of futures, with contracts 
being bought and sold to change the portfolio’s asset 
allocation. These contracts were then unwound as 
transactions were carried out in the underlying stocks. 


Ethical investment issues are kept under review and it 
is currently the policy of the Trustee not to allow 
investment in companies that derive material turnover 
or profit from tobacco or tobacco related products. 


The success of the management of the investment 
portfolio and the strategies for managing it is 
evidenced in the returns generated by both the 
portfolio of quoted securities and by all of the Trust’s 
investment assets, compared to investment industry 
standards and the Trust’s unique benchmark. 


In the calendar year 1998, the latest date where good 
comparative data is available, the Trust’s portfolio of 
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quoted securities produced a return of 20.2%, and the 


total return on all investment assets, including property 
and private equity, was 19.5%. These returns are over 
6% above the mean return of all pensions funds, both 
including and excluding property, covered by the 

WM Company, one of the most widely used 
performance measurement houses. 


Figure 3 


Investment performance per annum 
to 31 December 1998 


a ips One Year Three Years 
18.0% 
15 13.3% 13.4% 
10 
; 2.8% 
. 2.9% 
| 
Trust WM RPI Trust WM RPI 
Investment Universe Investment Universe 


Portfolio Mean Portfolio Mean 


As well as being aware of the performance of the 
investment industry as a whole, the Trust also monitors 
the performance of its investment portfolio against a 
unique benchmark, based on its underlying strategic 
asset allocation. This benchmark reflects the fact that 
the Trust has a very different liability and risk profile 
than the pension funds that make up the majority of the 
UK investment industry. 


Performance figures may also be compared with the 
increase in the Retail Price Index for the 1998 calendar 
year of 2.8%, thus showing a growth in the real value 
of the Trust's investments of more than 16%. 


The returns generated in the 1998 calendar year 
reflect very strong performance from the holding 

in Glaxo Wellcome plc. The share price of 

Glaxo Wellcome plc ended the calendar year 1997 

at 1438p but closed at 2068p for the calendar year 
1998. In the current calendar year, however, the share 
price has been subject to a high degree of volatility, 
reaching a high of 2288p in early January, and a low 


of 1507p in mid August. 
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Expenditure Review 


In the year to 30 September 1999, grant expenditure 
approved for the support of biomedical science 
amounted to £383.9 million compared with 

£223.5 million in the previous year. Grant expenditure 
approved for the benefit of the history of medicine and 
public understanding of science was £8.4 million 


compared with £6.6 million last year. 


Increases were made across most areas of science, with 
the number of awards rising from 1,960 in 1998 to 
2,150 in 1999. Expenditure was also notably boosted 
by a number of major new initiatives including: the 
Joint Infrastructure Fund (£17.5 million); the University 
Challenge Fund (£18.0 million); the Clinical Research 
Facilities (£18.5 million); the increase in the pay 
enhancement of fellows to 30% over national pay scales 
(£7.3 million); and the SNP Consortium (£5.5 million). 


Figure 4 shows total grants awarded over the past five 
years. Further details on the value of grants awarded to 
the different scientific areas and an analysis of grant 


awards by recipient are shown in note 4. 
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The increase in grant awards has impacted significantly 
on Support costs, most notably in increased staff 
numbers and fees for external advisers. To accommodate 
additional staff, a major reorganisation of existing 
premises was undertaken and additional premises were 
rented and fitted out during the year at a cost of some 
£2.6 million. Professional fees attributable to the Joint 
Infrastructure Fund initiative amounted to some 

£1.4 million. 


for the year to 30 September 1999 


During the year, the building at 215 Euston Road, 
acquired last year, was demolished in readiness for the 
development of a new office building for the Trust. In 
the summer, the Trust acquired Unity House, the 
building between the site of 215 Euston Road and the 
Wellcome Building. The Trust plans to develop the 
whole of the site west of the Wellcome Building for 
future Trust accommodation. 


Investment costs have risen reflecting the fact that 

fee levels are applied to the value of funds under 
management, so an increase in the value of the 
portfolio will lead to higher investment fees. In 
addition, the fees payable to fund managers are mainly 
performance related and the increase is therefore a 
reflection of their good performance relative to their 
benchmarks and performance targets. 


The total amount of resources expended during the 
year by the Trust was £461.9 million. The Trust’s direct 
charitable and other expenditure have been analysed in 
Figure 5 as a percentage of total expenditure. 


Figure 5 


Resources expended 
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Year 2000 


In June 1997, the Trust formed a working party to 
address the problems that may arise from computers 
and other electronic equipment failing to recognise 


or process correctly dates from the beginning of the 
year 2000. 


There has been a review of computers, software and 
electronic equipment used at all the Group's offices. 
Where problems have been identified, hardware and 


software have been upgraded. The Group has also 
sought assurances from its principal suppliers and 
those which the Group funds, that they are year 2000 
compliant. In addition, contingency plans have been 
drawn up to deal with any problems that may arise. 


The issue is complex and, while no organisation can 
guarantee that there will be no year 2000 problems, 
the Trustee believes that the plan and the resources 
allocated have been appropriate and adequate to 
address the issue. 


Preparing for the year 2000 has been achieved without 
incurring any significant additional expenditure. It is 
not possible to separately identify these costs from the 
normal on-going costs of upgrading the Trust’s systems. 
Any such costs have been written off in the period in 
which they were incurred. 


Economic and Monetary Union 


The introduction of Economic and Monetary Union 
(EMU) within Europe on 1 January 1999 has not 
had any major impact on the Trust’s activities. 
However, the Trust continues to be actively involved 
in discussions with its fund managers and global 
custodian to address any issues which may arise. 


Although the UK has not joined EMU, the Trust 
continues to review all of its financial systems to 
ensure that it is prepared, if and when the UK decides 
to enter EMU. 


Auditors 
Our auditors, PricewaterhouseCoopers, have 
indicated their willingness to continue in office. 


The Board of Governors confirmed their 
reappointment on 8 December 1999. 
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to the Trustee of The Wellcome Trust 


We have audited the financial statements on pages 
14 to 37, which have been prepared under the 
historical cost convention as modified by the 
revaluation of certain investment assets and the 
accounting policies set out on pages 19 and 20. 


Respective responsibilities of the Trustee 
and auditors 


The Trustee of the charity is responsible for preparing 
the Annual Report, including as described on page 6 
of the Trustee’s Report, the financial statements. 

Our responsibilities, as independent auditors, are 
established by statute, the Auditing Practices Board 
and our profession's ethical guidance. We have been 
appointed as auditors under section 43 of the Charities 
Act 1993 and report in accordance with regulations 
made under section 44 of that Act. 


We report to you our opinion as to whether the 
financial statements give a true and fair view and are 
properly prepared in accordance with the Charities Act 
1993. We also report to you if, in our opinion, the 
Trustee's Report is not consistent with the financial 
statements, if the charity has not kept proper 
accounting records or if we have not received all the 
information and explanations we require for our audit. 


We read the other information contained in the 
Annual Report and consider the implications for our 
report if we become aware of any apparent 
misstatements or material inconsistencies with the 
financial statements. 


PricewaterhouseCoopers 

Chartered Accountants and Registered Auditors 
8 December 1999 

London 
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Basis of opinion 


We conducted our audit in accordance with Auditing 
Standards issued by the Auditing Practices Board. An 
audit includes examination, on a test basis, of evidence 
relevant to the amounts and disclosures in the financial 
statements. It also includes an assessment of the 
significant estimates and judgements made by the 
Trustee in the preparation of the financial statements, 
and of whether the accounting policies are appropriate 
to the Trust’s circumstances, consistently applied and 


adequately disclosed. 


We planned and performed our audit so as to obtain 
all the information and explanations which we 
considered necessary in order to provide us with 
sufficient evidence to give reasonable assurance that the 
financial statements are free from material 
misstatement, whether caused by fraud or other 
irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of 


information in the financial statements. 


Opinion 


In our opinion the financial statements give a true and 
fair view of the state of affairs of the Trust and the 
Group at 30 September 1999 and of their net 
incoming resources and the cash flows of the Group 
for the year then ended and have been properly 
prepared in accordance with the Charities Act 1993. 


Incoming resources 
Dividends and interest 
Rental income 

Grants receivable 
Other income 


Total incoming resources 
Resources expended 
Direct charitable expenditure 
Grants awarded during the year 


Direct activities 
Support costs 


Other expenditure 

Investment costs 

Administration costs 

Total resources expended 

Net outgoing resources before gains and transfers 
Gains/(losses)on investments 

Quoted investments 

Unquoted investments 

Investment properties 

Currency exchange losses 

Net incoming/(outgoing) resources before transfers 
Transfers between funds 

Net movement in Capital Fund 


Capital Fund at 1 October 


Capital Fund at 30 September 


for the year to 30 September 1999 


Note 


4(a) 


4(b) 


Capital 


1999 
£m 


1,218.0 
209.5 
78.8 


1,506.3 
(4.8) 


1,501.5 


(153.9) 


1,347.6 


02 


11,252.8 


Distribution 
Fund Fund 
1999 1998 
£m £m 
276.5 258.5 
29.8 MEN I) 
5.4 4.8 
1.8 2.0 
313.5 289.0 
353.8 2MNDS) 
ASW 24.5 
40.8 31.8 
440.3 268.6 
24.5 9 
2.6 3.0 
467.4 290.8 
(153.9) (1.8) 
(216.9) 
36.0 
B70 
(143.9) 
(0.3) 
(153.9) (146.0) 
153.9 - 
= (146.0) 
2 10,051.2 
- 9,905.2 


There are no other gains or losses apart from those recognised above. All income is derived from continuing activities. 
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as at 30 September 1999 


Note 1999 1998 

£m £m 

Tangible fixed assets 12 200.5 180.7 
Investment assets 

Quoted investments 13(a) 27 8,589.5 

Unquoted investments 13(b) 658.1 262.1 

Investment properties 13(c) 829.6 (PLY 

( 


Other investment balances 13(d) 512.4 669.7 


Current assets 


Debtors 14 10.2 8.7 
Term deposits and cash 55.0 49.7 

65.2 58.4 
Less: Creditors falling due within one year 15 356.4 288.5 
Net current liabilities (291.2) (230.1) 
Total assets less current liabilities 11,636.9 10,194.1 
Less: Creditors falling due after one year 16 384.1 288.9 
Net assets 11,252.8 9,905.2 
Capital Fund at 30 September 11,252.8 9,905.2 


The Annual Report and Accounts were approved by The Wellcome Trust Limited, as Trustee, on 8 December 1999 
and signed on its behalf by 


Sir Roger Gibbs Professor Sir Michael Rutter 
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(excluding subsidiaries) for the year to 30 September 1999 


Incoming resources 
Dividends and interest 
Rental income 

Other income 


Total incoming resources 


Resources expended 
Direct charitable expenditure 
Grants awarded during the year 
Direct activities 

Support costs 


Other expenditure 
Investment costs 
Administration costs 


Total resources expended 


Net outgoing resources before gains and transfers 
Gains/(losses) on investments 

Quoted investments 

Unquoted investments 

Investment properties 


Currency exchange losses 


Net incoming/(outgoing) resources before transfers 


Transfers between funds 


Net movement in Capital Fund 


Capital Fund at 1 October 


Capital Fund at 30 September 


Note Capital 
Fund 
1999 
£m 
2 
3 
4(b) 
5 
6 
7 
8 
13(a) PA tes 0) 
13(b) 209.5 
13(c) 78.8 
1,506.3 
(4.8) 
1,501.5 
1(f) (154.9) 
1,346.6 
9,842.1 
11,188.7 


Distribution 
Fund 
1999 1998 
£m £m 
276.5 258.5 
29.8 23), 
0.7 0.7 
307.0 282.9 
BIDS 230.1 
Vell 6.8 
34.8 26.6 
434.8 263.5 
24.5 iG) 
2.6 3.0 
461.9 285.7 
(154.9) (2.8) 
(216.9) 
36.0 
37.0 
(143.9) 
(0.3) 
(154.9) (147.0) 
154.9 - 
- (147.0) 
= 9,989.1 
- 9,842.1 


‘There are no other gains or losses apart from those recognised above. All income is derived from continuing activities. 


The Wellcome Trust Annual Report and Accounts 1999 


(excluding subsidiaries) as at 30 September 1999 


Note 1999 1998 

£m. £m 

Tangible fixed assets 12 136.4 Lee. 
Investment assets 

Quoted investments 13(a) DDFS 8,589.5 

Unquoted investments 13(b) 658.1 262.1 

Investment properties 13(0) 829.6 7222 

Other investment balances 13(d) 512.4 669.7 


11,727.6 10,243.5 


Current assets 


Debtors 14 6.1 7.6 
Term deposits and cash 51g 47.3 
57.8 54.9 
Less: Creditors falling due within one year 15 349.0 285.1 
Net current liabilities (291.2) (230.2) 
Total assets less current liabilities 11,572.8 10,131.0 
Less: Creditors falling due after one year 16 384.1 288.9 
Net assets 11,188.7 9,842.1 
Capital Fund at 30 September 11,188.7 9,842.1 


The Annual Report and Accounts were approved by The Wellcome Trust Limited, as Trustee, on 8 December 1999 
_ and signed on its behalf by 


Sir Roger Gibbs Professor Sir Michael Rutter 
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for the year to 30 September 1999 


Note 1999 1998 
£m £m 

Net cash inflow from operating activities 19(a) 52 335 
Capital expenditure and financial investment 
Proceeds from sales of investments 19(b) 9,329.4 4,854.5 
Purchases of investments 19(b) (9,418.4) (4,715.4) 
Purchases of tangible fixed assets 12 (2351) (22.9) 
Proceeds from sale of tangible fixed assets - 1.4 
Net cash (outflow)/inflow from capital expenditure and 
financial investment (231) 117.6 
Management of liquid resources 
Decrease/(increase) in deposits held by fund managers 19(c) 1D (174.6) 
(Increase)/decrease in term deposits 19(c) (2.3) yi 
Net cash inflow/(outflow) from management of liquid resources 109.9 (160.9) 
Increase/ (decrease) in cash for the year 19(c) 3.0 (9.8) 
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for the year to 30 September 1999 


|. Accounting policies 
(a) Scope of the financial statements 


The financial statements of the Trust and its subsidiaries 
GRL, HHL, and CBL (note 18), together comprising 
the ‘Group’, include 


¢ Consolidated Statement of Financial Activities 
¢ Consolidated Balance Sheet 


¢ Statement of Financial Activities of the Trust 


Balance Sheet of the Trust 


Consolidated Cash Flow Statement 


Notes to the Financial Statements 
(b) Historical cost convention 


Except where otherwise stated, these financial 
statements have been prepared using the historical cost 
convention. 


(c) Income 


Income is recognised on an accruals basis. Dividends, 
including any tax recoverable, are credited to income 
from the ex-dividend date when they become 
receivable. 


(d) Grants 


Grants to institutions outside the Group are recognised 
as expenditure in the year in which the award is 
formally approved, irrespective of the period covered 
by the grant. 


Grants awarded to Group companies are recognised as 
and when the expenditure to which they relate is 
incurred. 


Grants receivable are credited to the Statement of 


Financial Activities to match the expenditure to which 
the grant relates. 
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(e) Pension costs 


The Trust operates two pension schemes and a further 
scheme is operated by its subsidiary Genome Research 
Limited. Benefits in all schemes are based on final 
pensionable pay. The assets of the schemes are held in 
funds separate from those of the Group and 
administered by their own trustees. Contributions to 
the schemes are charged to the Statement of Financial 
Activities so as to spread the cost of pensions over 
employees’ working lives. The contributions are 
determined by a qualified actuary on the basis of 
triennial valuations (note 9(d)). 


(f) Fund accounting 


In accordance with the powers conferred by the Will 
of Sir Henry Wellcome, the Trustee is empowered to 
determine what monies shall be regarded as capital and 
what as income and, if thought fit, to apply income 
either to meet revenue costs or for any capital purposes. 


All income arising from investments is credited to the 
Distribution Fund, which is an unrestricted fund. 
Capital gains and losses, both realised and unrealised, 
are taken to the Capital Fund. Where there arises a 
deficit on the Distribution Fund, the Trustee exercises 
its powers under the Will to transfer sufficient funds 
from the Capital Fund to meet the deficit. Any surplus 
arising on the Distribution Fund is similarly 
transferred to the Capital Fund and invested for use 

in future years. 


(g) Tangible fixed assets 


Land and buildings in use by the Group are included 
in the balance sheet at cost less accumulated 
depreciation. Freehold buildings are depreciated at 
the rate of 2% per annum. The costs of the leasehold 
property are depreciated over the term of the right 


of use. 
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for the year to 30 September 1999 (continued) 


|. Accounting policies (continued) 
(g) Tangible fixed assets (continued) 


Historic assets, comprising substantial collections of 
books and artefacts of scientific and historical interest, 
are not capitalised as, in the view of the Trustee, they 
are inalienable. 


Other assets, which are not considered material, are 
also written off in the year of acquisition. 


(h) Investment properties 


Investment properties are included in the balance sheet 
at open market value. The valuation is generally 
established by reference to professional advisers; 
however, where properties have been acquired close to 
the balance sheet date, the valuation has been made at 
cost, which the Board of Governors considers to be a 
reasonable estimate of market value. 


(i) Quoted investments 


Quoted investments are stated at market value at the 
balance sheet date. Realised and unrealised gains less 
losses are taken to the Capital Fund. 


(j) Financial futures and options 


Financial futures and options are reported and 
accounted for in accordance with the recommendations 
of The London International Financial Futures 
Exchange and The London Traded Options Market. 
The Trust’s investment managers use futures, options 
and contracts for differences within strict guidelines set 
out in their respective fund management agreements. 
These restrict the use of derivatives to that of hedge or 
tactical asset allocation instruments. 


(k) Unquoted investments 


Unquoted investments are valued by the Trustee, 
based on recommendations from the Trust's 
investment advisers who adopt the guidelines of the 
British Venture Capital Association and the US 
National Venture Capital Association. 


(1) Other investment balances 


Cash balances, debtors and creditors arising as part of 
the investment portfolio are classified as other 
investment balances and grouped together as part of 
investment assets on the balance sheet. 


(m) Profits and losses on foreign exchange 


Monetary assets and liabilities denominated in foreign 
currencies are translated into pounds sterling at the 
rate ruling at the balance sheet date. Income and 
expenditure items in foreign currencies are translated at 
an average rate for the appropriate period. All profits 
and losses on exchange, realised and unrealised, are 
reflected in the Statement of Financial Activities. 


(n) Compliance 


The accounts have been prepared in accordance with 
applicable accounting standards. In particular they 
comply with the Statement of Recommended Practice 
for Accounting by Charities (SORP) and The 
Charities (Accounts and Reports) Regulations 1995 in 
all material regards. The only exception is that realised 
investment gains, defined in the SORP as the 
difference between the amount at which the 
investment was valued at the beginning of the year and 
sale proceeds, are not shown separately. 


The combined gains arising, realised and unrealised, 
are disclosed in the Statement of Financial Activities, 
with note 13 disclosing the realised gains or losses 
based on historic cost. This departure from the SORP, 
and the Regulations, has been made because the 
analysis proposed would neither assist in the 
understanding of the financial statements, nor in the 
effective management of the Trust's investment 
portfolio; and the extensive additional work that it 
would entail is not therefore justified. 
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2. Dividends and Interest- 


Dividends from UK equities 

Dividends from overseas equities 

Interest from UK fixed interest stocks 
Interest from overseas fixed interest stocks 
Income from unquoted investments 
Bank interest 

Other interest 


3. Rental income 


Gross rental income for the year 
Less: property costs and expenses 


Rental income 
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Group and Trust 


1999 1998 
£m £m 
WT. 172.8 
Shee) BID 
41.8 20.0 
1.6 Fell 
1.8 Ile 
15.2 21.8 
0.5 OW 
276.5 258.5 


Group and Trust 


1999 1998 
£m £m 
Bai ISN3) 
(5.9) (5.6) 
29.8 255) 


for the year to 30 September 1999 (continued) 


4. Grants 
(a) Grants receivable 


Grants receivable represents grants receivable by the subsidiary GRL from other funders, notably the Medical 
Research Council and the European Union. 


Group 
1999 1998 
£m £m 
Grants receivable 5.4 4.8 
(b) Grants committed but not yet paid 
Group ‘Trust 
1999 1998 1999 1998 
£m £m £m £m 
Commitments at 1 October 569.0 544.1 569.0 544.1 
Grants awarded during the year 353.8 2123 392.3 230.1 
Grants paid during the year (201.0) (187.4) (239.5) (205.2) 
Commitments at 30 September 721.8 569.0 721.8 569.0 
Of which 
Falling due within one year (note 15) see 280.1 DO) 280.1 
Falling due after one year (note 16) 384.1 288.9 384.1 288.9 
721.8 569.0 TAM ges 569.0 


The timing of payments against grants awarded is largely dependent upon the receipt of claims. The division of grant 
liabilities between current liabilities and long-term liabilities is therefore not certain. 
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(c) Grants awarded during the year are analysed by the Trustee as follows 


Career support 

Genetics 

Neurosciences 

Building grants 

Infection and immunity 

Molecular and cell biology 

Physiology and pharmacology 
International 

University Challenge Fund 

Joint Infrastructure Fund 

Equipment grants 

Tropical medicine and infectious diseases 
Population studies 

History of medicine 

Veterinary 

Public understanding of science 
Cardiovascular 

Other schemes 

Supplementation of grants following UK national pay awards 


Less: grants awarded in previous years no longer required 
Grants awarded during the year for the Trust 
Less: grants to subsidiaries 


Grants awarded during the year for the Group 
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1999 1998 
£m £m 
76.9 SIs), 
45.0 Ieee 
43.9 26.7 
Miss) 20.0 
Behe 23.8 
29.8 26.8 
22.4 16.6 
Dall 19.4 
18.0 - 
We - 
15.8 8.0 
te, AW, 
Welk 5.0 
49 5.4 
oe) es 
3 ie 
Wed Sl 
73: 5.6 
12 WN 
402.2 234.6 
(9.9) (4.5) 
392.3 230.1 
(38.5) (17.8) 
353.8 DOES 


for the year to 30 September 1999 (continued) 


4, Grants (continued) 
(d) Grants awarded during the year analysed by recipient 
Although grants are generally awarded in support of particular individuals, the award is normally made to the host 


institution. Small grants may be awarded directly to individuals for the purpose of travel and for developing the 
public understanding of science. Grants awarded during the year are analysed by recipient as follows 


1999 1998 

£m £m 

University of Oxford 46.2 223 
University College London 42.5 [73 
University of Cambridge 29.9 16.9 
University of Manchester 2A 4.] 
Imperial College of Science, Technology and Medicine 20.6 20.0 
University of Edinburgh 19.8 11.0 
King’s College London IS: 11.0 
University of Glasgow 10.1 5.0 
University of Newcastle upon Tyne SPIE 3.8 
University of Bristol 7.8 5.4 
University of Dundee 1) 7.8 
University of Birmingham TES, 2.4 
University of Southampton 6.4 25) 
University of Wales College, Cardiff 5.6 Bs) 
The SNP Consortium Limited 5.5 : 
University of Sheffield a2 1.3 
University of Leicester 4.9 4.] 
University of Liverpool 4.9 3.4 
University of Aberdeen 3.6 0.7 
University of Leeds a 25 
National University of Singapore 3.2 - 
Bristol 2000 Limited Dell - 
Science Centre, Glasgow 3.0 - 
University of Nottingham 2.8 19 
British Association for the Advancement of Science 2.8 - 
St George's Hospital Medical School caf i 
Birmingham Museum and Art Gallery DG: - 
University of Strathclyde 27 0.7 
University of Bath 2.4 1.6 
London School of Hygiene and Tropical Medicine 2.3 25 
University of Manchester Institute of Science and Technology 22 0.4 
Queen's University of Belfast Pap 0.1 
University of Natal phy) ihe 
University of Sussex Dp 0.5 
Queen Mary & Westfield College 1.8 0.6 
Science Centre, Dundee 1.8 - 
Balance carried forward oA 2 153.9 
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(d) Grants awarded during the year analysed by recipient (continued) 


Balance brought forward 

University of Dublin 

Kennedy Institute of Rheumatology 
Science Museum 

University of York 

University of Kent 

Medical Research Council 
University of Reading 

University of Portsmouth 

City University 

University of St. Andrews 
University of California 

Royal Holloway & Bedford New College 
India Institute of Medical Science 
University of Aston 


Grants to other institutions (including supplementations) 


Grants to subsidiaries 
Grants to individuals 


Less: grants awarded in previous years no longer required 


Grants awarded during the year for the Trust 


Less: grants to subsidiaries 


Grants awarded during the year for the Group 


1999 1998 
£m £m 
SN? 15329 
ey, 0.6 
1.4 : 
3} 3.0 
2 OF 
ila 0.1 
1.0 0.6 
1.0 Ow 
1.0 0.1 
0.9 = 
0.8 3.1 
0.8 0.5 
0.8 - 
0.8 - 
0.8 - 
525.6 162.8 
37.4 DoD 
38.5 17.8 
0.5 0.5 
402.2 234.6 
(9.9) (4.5) 
3923 230.1 
(38.5) (17.8) 
353.8 DAZ 


Further details of grants awarded are published annually by the Trust and are freely available on request. 


The following Governors had paid appointments with institutions which were in receipt of grants 


Professor Sir Michael Rutter 
Professor Julian Jack 

Professor Sir David Weatherall 
Professor Roy Anderson 
Professor Christopher Edwards 
Professor Sir John Gurdon 
Professor Martin Bobrow 
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Institute of Psychiatry, King’s College London 
University of Oxford 

University of Oxford 

University of Oxford 

Imperial College of Science, Technology and Medicine 
University of Cambridge 


University of Cambridge 


for the year to 30 September |999 (continued) 


5. Direct activities 


Direct activities comprises expenditure, other than grants, incurred on activities undertaken directly 
by the Trust and its charitable subsidiaries in pursuit of their objectives. The activities on which costs have been 
incurred or provided are detailed below 


Group Trust 

1999 1998 1999 1998 

£m £m £m £m 

Wellcome Trust Genome Campus 38.0 WET: - = 
Wellcome Trust Library 39 a) 3.9 DED 
Public understanding of science 0.9 05 0.9 0.5 
Academic Unit 0.8 0.6 0.8 0.6 
Tropical Medical Resource 0.5 0.7 0.5 0.7 
Other direct costs 1.6 is 1.6 15) 
45.7 24.5 Vol 6.8 


The Wellcome Trust Genome Campus comprises the Sanger Centre and conference facilities at Hinxton, 
Cambridgeshire, run by GRL and HHL respectively. 


6. Support costs 


Support costs are those incurred in supporting both direct activities and the awarding and payment of grants, 
including the receipt of applications, peer review and the control of expenditure. 


Group Trust 

1999 1998 1999 1998 

£m £m £m £m 

Employment costs 155 12.0 12.9 10.7 

Office expenses OS) Se) GSD Hos: 

Accommodation costs 9.0 5.8 Voll 4.8 

Professional and consultancy fees 3.0 1 3.8 1 
Depreciation of freehold buildings 

and leasehold improvements 3.3 BW 2.0 2.0 

Expenses of advisory committees 0.5 0.4 0.5 0.4 

40.8 31.8 34.8 26.6 


Included within the professional and consultancy fees of the Trust for 1999 are approximately £1.0 million of 
fees payable to CBL. 
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7. Investment costs 


Investment costs are those incurred, both internally and externally, in managing the investment portfolio. 


Group and Trust 


1999 

£m 

Investment management costs Zoey 
Employment costs A 
Office expenses and accommodation costs 0.4 
Professional fees 0.3 
24.5 


8. Administration costs 


1998 
£m 


17.8 
0.8 
0.4 
0.2 


192 


Administration costs are those incurred in connection with the administration and management of the charity, and 


include the costs of the Trustee and the Directorate. 


Group and Trust 
1999 1998 
£m £m 
Trustee company fees and expenses 0.7 0.8 
Employment costs 1.1 1.0 
Office expenses 0.5 0.7 
Professional fees 0.2 0.4 
Auditors remuneration 0.1 0.1 
2.6 3.0 


The total audit fee for the Group for the year was £149,000 (1998: £121,000). 


During 1999 fees amounting to £41,700 (1998: £97,320) in respect of taxation services and other advice were paid 


to PricewaterhouseCoopers in addition to their remuneration as the auditors of the Group. 
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for the year to 30 September 1999 (continued) 


9. Employee information 


(a) Staff costs Group Trust 
1999 1998 1999 1998 
£m £m £m £m 
Salaries and benefits in kind 20.8 Wet 13.3 113 
Social security costs 1.6 13 ig 0.9 
Pension, death and disability benefits 4.4 3.8 29 2.8 
26.8 22.8 Wee 15.0 


The above costs include £216,000 (1998: £140,000) paid as compensation for loss of office to six employees in 
the year to 30 September 1999 (1998: three). 


Staff costs are allocated according to the activities of the staff and are therefore included in Direct activities 
(note 5), Support costs (note 6), Investment costs (note 7) and Administration costs (note 8). 


(b) Average number of employees in the year 1999 1998 
‘Trust 467 416 
Subsidiaries 413 334 
Total for the Group 880 750 


(c) Emoluments of employees 


The numbers of employees of the Group whose emoluments (salaries and benefits in kind, excluding pension 
contributions and compensation for loss of office) fell within the following bands were 


Wow 1998 
£40,001 -£50,000 31 2S) 
£50,001 -£60,000 WW, 8 
£60,001 -£70,000 = 4 
£70,001 -£80,000 3 3 
£80,001 -£90,000 5 2) 
£90,001 -£100,000 1 - 
£100,001-£110,000 1 4 
£120,001-£130,000 1 - 


£130,001-£140,000 - 1 
£150,001-£160,000 
£200,001-£210,000 
£210,001-£220,000 
£220,001-£230,000 


eee |, 
1 


Included in the figures for the three highest bands are the estimated benefits in kind for the Director of the Trust 
amounting to £67,000 (1998: £30,000, for six months) in respect of the provision of rent free accommodation by 
the Trust, and one time payments made to two individuals in respect of awards to reflect long term performance 
and contributions to the work of the Trust. 
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(d) Pension schemes 


The Group operates funded final salary pension schemes for its employees, The Wellcome Trust Retirement and 
Death Benefits Plan, The Wellcome Trust Management Pension Scheme and the GRL Pension Scheme. 


The Wellcome Trust Retirement and Death Benefits Plan was assessed by consulting actuaries in June 1998, using 
the projected unit method of valuation. The actuaries reported that as at 1 January 1998 the valuation disclosed 
an actuarial past service surplus of £957,000 which can be run off over the future working lifetimes of existing 
members. On the basis of the actuarial valuation the funding rate should be 19.8% of pensionable pay plus 
insurance premiums for death-in-service benefits. The net assets of the scheme at 1 January 1998 amounted to 
£17.8 million. The next actuarial assessment is due in June 2001. The following assumptions were used in this 
actuarial report 


Future investment returns 8.5% per annum 
Future salary increases 7.0% per annum 
Future pension increases 5.5% per annum 
Future dividend growth 4.5% per annum 


An actuarial review of The Wellcome Trust Management Pension Scheme was carried out at 1 January 1999. 
This report confirmed that, using the attained age method of valuation and valuing these assets at their market 
value, the assets available provided for 104% of the current value of the liability for future pensions to existing 
members. On the basis of the actuarial valuation the funding rate should be 50% of pensionable pay plus 
insurance premiums for death-in-service benefits. As at 31 December 1998 the net assets of the scheme were 
valued at £8.3 million. The next actuarial assessment is due in December 2001. The following assumptions were 


used in this actuarial report 


Future investment returns before retirements 6.5% per annum 
Future investment returns after retirements 4.5% per annum 
Future salary and pension increases 4.5% per annum 


Total contributions made to the above schemes during the year were £2.8 million (1998: £2.4 million). 


The GRL pension scheme was last assessed by independent consulting actuaries, using the attained age valuation, 
in April 1996. The actuaries reported that the valuation disclosed no surplus or deficit to be carried forward. 

On the basis of that report the funding rate is 20% of pensionable pay plus insurance premiums for death-in- 
service benefits. The net assets of the scheme at 4 April 1996 amounted to £1.6 million. The next actuarial 
assessment will be taking place with an effective date of January 1999 and the results will be reported when 
available. The following assumptions were used in the last actuarial report 


: ee 
Future investment returns 9.0% per annum 


1 0, r 
Future salary increases 7.5% per annum 


. . 0, 
Future pension increases 4.5% per annum 


Future dividend growth 4.5% per annum 


The contributions made to the GRL scheme during the year were £1.3 million (1998: £1.0 million). 
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for the year to 30 September 1999 (continued) 


10. Remuneration of Governors 


The Governors are the directors of The Wellcome Trust Limited, the Trustee. They receive remuneration from that 
company as follows. No other benefits or pension contributions are paid in respect of the Governors. 


1999 1998 

6 months to 6 months to 
31 March 30 September Total Total 
£ & £ Be 
Sir Roger Gibbs (Chairman) 54,000 24,750 78,750 P7550 
Professor Julian Jack (Deputy Chairman to 30.4.99) 40,500 24,750 65,250 93,750 
Professor Sir Michael Rutter (Deputy Chairman from 1.5.99) 27,000 24,750 51,750 55,500 
Professor Sir David Weatherall 27,000 24,750 51,750 56,250 
Professor Roy Anderson 27,000 24,750 15750 56,250 
Professor Christopher Edwards 27,000 24,750 le 0 56,250 
Professor Sir John Gurdon 27,000 24,750 51,750 56,250 
Sir David Cooksey 27,000 24,750 915730 56,250 
Professor Martin Bobrow 27,000 24,750 Sef 0) 55,500 
Sir Dominic Cadbury (from 1.6.99) . 16,500 16,500 - 
Total emoluments 283,500 239,250 522,750 618,750 


The Will of Sir Henry Wellcome, as amended by court orders and schemes, provides that the Governors, as the 
directors of the Trustee, should each be paid salaries commensurate with the Civil Service Scale for Under 
Secretaries. Following the abolishment of the Scale for Under Secretary in 1996 and a review of the remuneration 
arrangements for each of the Governors, taking full account of their duties and responsibilities and the expertise 
required, representations were made to the Charity Commission for a new formula on which to base the Governors’ 
remuneration. By Orders in January and August 1998 the Commission sanctioned additional payments for the two 
years to 31 March 1998 and the year to 31 March 1999. The figures for 1998 reflect the cumulative impact 
following the above Orders for the period ended 30 September 1998. In accordance with the Orders, higher increases 
were awarded to the Chairman and Deputy Chairman to reflect the extent of their duties and their additional 
workloads that have existed for many years past. 


The basis of remuneration for the period from 1 April 1999 has yet to be agreed with the Charity Commission. 
From that date, remuneration is being paid to all the Governors at an annual rate of £49,500, which is based on the 
Civil Service Scale for Under Secretaries in 1996, being the last agreed basis of remuneration. No provision has been 
made for any additional payments. 


The Governors were covered by liability insurance in the year to 30 September 1999 at a cost of £15,600 
(1998: £15,600). All costs incurred by The Wellcome Trust Limited are reimbursed by the Trust and are included in 


the Trustee company fees and expenses in Administration costs (note 8). 


Expenses directly incurred were reimbursed to eight (1998: seven) Governors during the year amounting to 
£8,063 (1998: £18,853) in respect of travel, subsistence and other expenses incurred in the course of their duties. 
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11. Taxation 


Each of the Trust, GRL and HHL are registered under the Charities Acts and their income and gains, which are 
applied for charitable purposes, are mainly exempt from direct UK tax. CBL is subject to corporation tax but made 
no taxable profits in the year to 30 September 1999. 


The estimated cost of irrecoverable Value Added Tax suffered by the Group in the year was in excess of £6.5 million. 


|2. Tangible Fixed Assets 


(a) Group 


Cost as at 1 October 1998 
Additions 


Cost as at 30 September 1999 


Depreciation as at 1 October 1998 
Charge for year 


Depreciation as at 30 September 1999 
Net book value 30 September 1999 


Net book value 30 September 1998 


(b) Trust 


Cost as at 1 October 1998 
Additions 


Cost as at 30 September 1999 


Depreciation as at 1 October 1998 
Charge for year 


Depreciation as at 30 September 1999 
Net book value 30 September 1999 


Net book value 30 September 1998 
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Freehold 
Land 
£m 


Land 


Freehold 
Buildings 
£m 


tel2 
0.9 


162.1 


137 
a2 


16.9 


145.2 


147.5 


Freehold 
Buildings 
£m 


Pees 


Leasehold 

Property Total 
£m £m 

BD 194.6 

- Del 

ED) DAWES 

0.2 USES: 

0.1 ba) 

0.3 a2 

Le 200.5 

2.0 180.7 

Leasehold 

Property Total 
£m £m 

Meo 129M 

= OG! 

Ao) 149.8 

0.2 11.4 

0.1 2.0 

0.3 13.4 

9 136.4 

2.0 1 Fe 


for the year to 30 September 1999 (continued) 


|3. Investments (Group and Trust) 


(a) Quoted investments 


Market Market 
Cost value Sales Gains/ value Cost 
30.9.98 1.10.98 Purchases proceeds (losses) 30.9.99 30.9.99 
£m £m £m £m £m £m £m 
Equities 
3,448.0 UK 5,899.9 BOSS 3,435.2 314.8 5,831.0 SINS: 
673.7 Europe VID 1,786.6 1,642.5 199 WSS 916.0 
959.0 N America 1,154.4 ED Sie DAGAS 367.6 1,334.2 1,000.0 
410.2 Japan DES yeAl 445.2. SD 204.6 Sieh) // 298.9 
[OIC mee Eamast 115.8 406.8 328.3 UO. 270.4 247.5 
103.3 Australasia Bh) 66.8 109.8 25.6 76.3 70.2 
76.2 Latin America 47.8 42.6 58.7 23} 44.0 49.1 
205.0 Other 114.2 154.0 yale 56.6 Sh/7/ WSS 
Fixed Interest 
DRO) UNS 34.3 766.5 Da (34.7) B9Bw) 422.9 
80.7 Overseas 82.0 356.1 B53) (4.0) 118.8 1DED 
6,176.8 Total 8,589.5 9,063.2 93143.2 1,218.0 VIVES 6,625.6 


Realised gains over cost in the year amounted to £528.8 million (1998: £302.3 million). The opening balances for 
quoted securities have been reduced by £3.1 million for market value and £17.8 million for cost, to reflect a 
reclassification to unquoted securities. The opening balances of unquoted securities have been adjusted accordingly 
with no overall effect on the total opening investment balance. 


The market value of UK equities include £2,464 million (1998: £2,887 million) in respect of shares in 
Glaxo Wellcome ple. At 30 September 1999 the Trust’s total holding in Glaxo Wellcome amounted to some 
4.54% of that company’s issued share capital. 


At the balance sheet date, a number of long futures positions (futures contracts purchased) were held and the 
underlying asset values (or associated economic exposure) of these contracts have been included as appropriate, in 
arriving at the above figures. The market values and original associated economic exposure of the underlying assets 
at the balance sheet date were as follows 


Market value Cost 
1999 1998 1999 1998 
£m £m £m £m 
Futures contracts purchased 10.0 36.6 10.3 39.6 
Futures contracts sold = (87.0) - (85.9) 


Vv 
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(b) Unquoted investments 


Market Market 
Cost value Sales Gains/ value Cost 
30.9.98 1.10.98 Purchases proceeds (losses) 30.9.99 30.9.99 
£m £m £m £m £m £m £m 
58.1 UK Wier 26.8 14.1 a7) Pol 80.9 
D2) Earope 6.2 6.4 = 0.3 1279 12.0 
130.8 N America 1S72. 236.1 66.2 184.7 491.8 357.4 
74.2. Other 61.0 16.3 18.8 19.8 78.3 82.6 
268.8 Total 262.1 285.6 98). 209.5 658.1 532.9 


Unquoted private equity investments have been valued by the Trustee on the June 1999 valuations and the advice 
of Cambridge Associates Inc., Boston, Massachusetts, US. Valuations are based on the guidelines of the British 
Venture Capital Association and the US National Venture Capital Association, and are prepared by Cambridge 


Associates on information received from the private equity managers. 


Realised gains over cost in the year amounted to £77.6 million (1998: £22.5 million). 


(c) Investment properties £m 
Valuation as at 1 October 1998 F222) 
Purchases in year 56.3 
Sales proceeds 7H) 
Gains arising on disposal and revaluation 78.8 
Valuation as at 30 September 1999 829.6 
Cost as at 30 September 1999 614.1 
Cost as at 30 September 1998 580.8 


Properties have been valued at open market value in accordance with the Valuation and Appraisal Manual of the 
Royal Institute of Chartered Surveyors, subject to the restrictions detailed below. The valuations were carried out by 


Gerald Eve and CB Hillier Parker. 


Gerald Eve have been instructed to value the Trust’s freehold interests in the South Kensington Estate and the 
Ennismore Gardens Estate at 30 September 1999 and at the end of the previous two years. They have reported 
their opinion as at 30 September 1999 on a restricted basis, as it has not been practical for them to carry out 
inspections of all the properties to date. They have also made a special assumption to exclude any value attributable 


to developments not yet commenced. 


Realised gains over cost in the year amounted to £4.7 million (1998: £6.7 million). 
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for the year to 30 September 1999 (continued) 


13. Investments (continued) 


(d) Other investment balances 


Investment cash balances and certificates of deposit 
Accrued income from investments 

Proceeds receivable on disposal of investments 
Other investment debtor balances 

Amounts payable on acquisition of investments 
Deferred income from investments 

Other investment creditor balances 


14. Debtors 
1999 
£m 
Amounts due from subsidiaries z 
Accrued income 0.3 
Other debtors 8.3 
Prepayments 1.6 
LO 


1999 1998 
£m £m 
457.6 569.8 
60.9 56.8 
56.2 SG 
16.7 ial 
(60.0) (73.3) 
(8.0) (6.1) 
(11.0) (6.2) 
Sas 669.7 
Trust 
1999 1998 
£m £m 
0.6 ikl 
0.3 0.4 
4.7 Sh// 
0.5 0.4 
6.1 VE 
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|S. Creditors falling due within one year 


1999 

£m 

Amounts due to subsidiaries z 
Grant commitments (note 4(b)) Spy 
Trade creditors 10.3 
Other creditors 4.0 
Accruals and deferred income 44 
356.4 


16. Creditors falling due after one year 


Grant commitments (note 4(b)) 


|7. Capital commitments 


Group Trust 

1998 1999 1998 

£m £m £m 

= B78) - 

280.1 BIE: 280.1 

4.9 4.0 abe, 

3.0 eh he) 

0.5 0.3 0.2 

288.5 349.0 285.1 


Group and Trust 


1999 1998 
£m £m 
384.1 288.9 


The Trust has entered into commitments to make investments in private equity undertakings. At the balance sheet 


date, outstanding commitments amounted to some £711 


18. Subsidiaries 


The following companies are considered to be subsidiaries by virtue of control by the Trust and their assets, liabilities 


million (1998: £541 million). 


and results have therefore been consolidated with those of the Trust, as required by Financial Reporting Standard 2 
and the Statement of Recommended Practice, Accounting by Charities. 


Company Country of 


incorporation 
Genome Research Limited ((GRL) — England 
Hinxton Hall Limited (HHL) England 


Catalyst BioMedica Limited (CBL) England 


Activities 
Medical research, primarily in the field of genetics. 


Provision of conference facilities and site services at 
The Wellcome Trust Genome Campus, Hinxton. 


Protection and exploitation of intellectual property arising 
from Trust funded research. 


Both GRL and HHL are charities registered under the Charities Acts. CBL is a non-charitable subsidiary. 
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for the year to 30 September 1999 (continued) 


19. Consolidated cash flow statement 


(a) Reconciliation of Statement of Financial Activities to operating cash flows 


Incoming resources 
(Increase)/decrease in accrued income 
Decrease in grants receivable 

Increase in deferred income 

Increase in rent receivable 

Exchange loss 


Income received 


Grants awarded 
Increase in commitments 


Less: grants paid 

Other resources expended 
Decrease in debtors 
Increase in creditors 
Depreciation 


Less: other operating costs 


Net cash inflow from operating activities 


(b) Reconciliation of investment sales and purchases 


Sales of quoted investments 

Sales of unquoted investments 

Sales of investment property 

Decrease/(increase) in proceeds receivable on disposal of investments 


Proceeds from sales of investments 
Purchases of quoted investments 
Purchases of unquoted investments 
Purchases of property 


Decrease in amounts payable on acquisition of investments 


Purchases of investments 


1999 1998 
£m £m 
BBS) 289.0 
(8.7) 55) 
0.8 1.8 
LS) 0.3 
(1.2) (1.0) 
(4.8) (0.3) 
301.5 295.3 
353.8 AB) 
(152.8) (24.9) 
201.0 187.4 
113.6 78.5 
(0.7) (0.6) 
(14.3) (0.2) 
(3.3) (3.3) 
95.3 74.4 
Sy 33.5 
1999 1998 
£m £m 
9,143.2 4,856.2 
ON) Ik BW 
Die 27.6 
59.4 (66.5) 


9,329.4 4,854.5 


9,063.2 4,506.7 


285.6 159-8 
56.3 67.8 
ees) Dal 


9,418.4 4,715.4 
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(c) Movement in cash and liquid resources 


Cash and certificates of deposits held by fund managers 
‘Term deposits 


Liquid resources 


Cash at bank and in hand 


Total cash and liquid resources 
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30 September 
1999 

£m 

457.6 

48.6 


506.2 
6.4 


512.6 


Cashflows 
£m 


1 October 
1998 


Ww 


as at 30 September 1999 


Auait Committee 


Sir Peter Cazalet (Chairman) 
Sir David Cooksey 
Mr James Joll 


Mr John Stewart (Secretary) 


Finance Committee 


Sir Roger Gibbs (Chairman) 
Professor Sir Michael Rutter 
Sir David Cooksey 

Sir Dominic Cadbury 

Dr Michael Dexter 


Mr Peter McNelly (Secretary) 


Investment Committee 


Sir Roger Gibbs (Chairman) 
Professor Julian Jack 

Sir David Cooksey 

Mr Peter Buckley 

Mr James Joll 

Mr Hugh Stevenson 

Dr Michael Dexter 

Mr Ian Macgregor 


Mr Robert Baird (Secretary) 


Estates Committee 


Sir Roger Gibbs (Chairman) 
Professor Sir Michael Rutter 
Sir David Cooksey 

Mr Paul Orchard-Lisle 


Mr Ian Macgregor 


Mr Paul Clarke (Secretary) 
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